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Hre B Le Black, Gfficer in Cherge,
Boopomic Crganlzation Alfairs,
Buresy of Burcpenn Affalrs

HRLK Bepartuent of Ttate
THRY Chded, Intelllgence Infovmmiion Staff, (kR
rom Depaty Chilel, Reonowle Research Avea, UR

RBIE Bnermy Study
Your Memorandun dated 3 Maxch 1954, subject a5 above.

1. Your courtegy in sending the referenced memorandwm explaining the
Departaentts views with respect to the E0E Energy Study is much aypreciated.
It 15 understood that these viewe arve basel on two principsl congiderstions:
a) the belfef thet cerialn aspects of the sindy mRy prove Lroublesome £ros
& Toreign policy shaadpolnt, ®pd b} thet the data subnitted thus far by the
Sovielt Bloe fells short of that provided by the Yeat.

2« ¥ith rvegard to the Dret polot we of course Gofer to tim IDepartmentis
Judgment, sizce it is s problem entirely »ithin your competence. As 0 e
ugefuinese of the foviet data, bhoaweer, 5 pabicor lc videnh we ave 2 pore
direct intevest, 1% may e of interest %W you to have our views pow that we
have had more time to reviev the situstlion.

3. It is not sarprising that our evalustion of the date recelved in
connection with the prepovation of the BECE study is differant fran fiat of
the Deperimect. for one thing, we have focused owr examination only on ig-
formation relatling to the Bloe, practloally tw the exeluslen of that relst-
ing to Yestern Purope. Horeover our reaction i ocpuditioned heavily YW the
extent 0o wivich the new malerisl ensbles us to 111 gape in the picture we
alroady hove developed Crom other sources. The gqueetlon of wheilser w
angwers submlitied y the Soviels and Sstellites are copparable (0 those pro-
vided by thw Vestern counteies is nsturally of less interest %o wa, glven
R 's miseics, than the question of vhethsr those ansvers which were
sunplied are weelul from the lntelllgence point of view.

&, Fiewed in this 1ight, the infommtleon which hwae bectne avallalble
ag & result of {he ECE study has besn undeniably melpful. In & mudor of
caseg, moretver, the signdficance of sew information hoz beesn subsiantial.
{Ic taia Wmﬁ’ki%, the information contelred in Gereva's Desmnich 25
of Jasnvary 11, 1557 mentioned in the last perograph of your mmscrordun
waes in divect vespouse W the Secretariat guestionnalire end bengs sl be
regarded oo baving come out of the soergy study.) Admittedly, large
moles ave in 1t beomuse of fMilure of i Soviets o subndt Dyl svswers
to the questionmeire. The presentation of the wpori also suffers frox
the failure of the Searetarist 4o distingel  ¢learly, is smny cases, hetwees
primary inforetion and staff sstimstes. In this connecilon saobhar op-
fortunate cadseion i any discussion of the methodology by wideh varicus
estimates have been arrived at. This last, of courwe, would need o be
available before & serious evaluation of the professional merits of the
oversll siuly could De made.
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5« Having said all this, howevor, the ypshot is that our attlitude ls
one which does nol appear o conflict with the positlion taken by the
Lepartment, 1f the meeting ie held., Jn this event; which we undergtand
pppeary 1ikely, ve too would prefer to sec the discussions confined to
the dats. Cuestione of policy sside, there are steong ecoutsic Iatelligence
srgusents for soeking anppvers (0 questious so far unanswered and for
attenpiing to clavify sumerous questions of methodolopy conceraing the
egtimates included is the report. Yo oloo shure the view that such &
meeting would be & sselful opportunity %o axert furtber pressure oo tbe
Ceapanist countries for move equal perticipation in such studles as tbis
O .
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ﬂice Memomndu  UNITED STATES GOVERNMENT
25X1A9a /04 333

, Chief DATE: 3 March 1958
Economic Research ORR.

TO t CIA

FROM : Department of State - Mr. Myron L. Black, Vogms 72T E
Officer in Charge,
Economic Organization Affairs,
RO Bureau of European Affairs.

S5 ta.) ;‘;;«,ZL{A«

Subject: BCE Energy Study

Reference: Memorandum dated 28 February addressed to you from the Chief, Fuels
and Power Branch (ORR),

The Department of State apprecilates your making avallable a copy of the refer-
ence memorandum. It is recognized that this analysis was prepared on short notice
which precluded the inclusion of qualifications and evalustions which additional
time might have permitted.

4As you will have noted from the Department's recent telegram to Paris (TOPOL
3110 March 1) we are endeavoring to muster Western European support through the OEEC
for a deferral and possible abandorment of the meeting of experts now scheduled for
March 20 in Geneva. If the meeting is held as scheduled, the Department is attempting
to confine its discussions to a review of the adequacy and comparability of the data
submitted., It is by no means certain that our view in this respect will prevail,
The position the Department has teken thus far rests not only on certain aspects of
the energy study which we believe will prove to be very troublesome from s foreign
policy standpoint if consideration were to proceed in an East-West forum (e.g. joint
financing and construction of nuclear power stations, pipelines, tanker fleets, etd.)
but also on our view that the data relating to the Soviet bloc as a whole falls far
short of that provided by the VWest. In view of the conclusion in the reference memo-
randum that contlnuation of this study will serve as a valusble source for the
intelligence community and that the present version of the energy study containg new
deta unavailable from other sources, further elaboration of the basis for the Depart-
ment's altitude towsrd the inadequacy of Soviet bloc data may be of interest to you.

It may be that the present version of the energy study contains a few isolated
and official Soviet bloc statistice unavailsble elsewhere. For the most part, how-
ever, it is the Department's impression that even in cases where specific Soviet bloc
figures are incorporated in tables, the source and reliability of such figures is
doubtful. Attached to this memorandum 1s a selectlon of quotations from the text of
the energy study indicating the basis for this interpretation., Moreover, the Depart-
ment has endeavored to assess the adequacy of Soviet bloc data in relation to that
supplied by Western countries, since the original mandate for initiation of this
study specified that "...statistical, economic, and other relevant dats necessary for
the preparstion of such a review will have to be made available to the Secretariat
on a compsrable basls for all varts of Eurone", requested the Seceetaridt to "...
call emparticipating Governments to provide the informstion necessary for preparation
of this review...Zand to) prepare and distribute the review when the necessary infor-
metion on an all-Furopean basis has been provided."” The numerous gaps in Soviet bloc

data
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data apparent from both the tables and the text of the report indicates Soviet bloc
performence falls far short of the conditions gecified in 1956, Ixperience with
this ' . exercise to date, as well as the bulk of ECE activities in the past, casts
doubt on the lildihood of extracting full Soviet bloc energy data even if the study
ig pursued.

With regard to the points mentioned in the reference memorandum as new data
available as a result of the study in its present form, your attention is invited
to Geneva despatch 256 of January 11, 1957 which contains the same information on
Soviet solid fuels. With regard to Soviet consumption of refined products, the

text of the energy report (see sttached extracts) seems to wndermine the reliability
of such figures as are included in the tables.

Attachment:

Extracts from text of ECE energy study.

ec: FSD - Mr, Nelson
OES - Mr, Belskos
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